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§4280.150

§4280.150 Insurance requirements.

Each borrower must obtain the insur-
ance required in §4280.113. The coverage
required by this section must be main-
tained for the life of the loan unless
this requirement is waived or modified
by the Agency in writing.

§4280.151 Laws that contain other
compliance requirements.

Each lender and borrower must com-
ply with the requirements specified in
§4280.114(d), §§4279.58, and 4279.156(c)
and (d) of this chapter.

§4280.152 Servicing guaranteed loans.

The lender must service the entire
loan and must remain mortgagee and
secured party of record mnotwith-
standing the fact that another party
may hold a portion of the loan. The en-
tire loan must be secured by the same
security with equal lien priority for
the guaranteed and unguaranteed por-
tions of the loan. The unguaranteed
portion of a loan will neither be paid
first nor given any preference or pri-
ority over the guaranteed portion of
the loan.

(a) Routine servicing. Comply with
§4287.107 of this chapter, except that all
notifications from the lender to the
Agency shall be in writing and all ac-
tions by the lender in servicing the en-
tire loan must be consistent with the
servicing actions that a reasonable,
prudent lender would perform in serv-
icing its own portfolio.

(b) Interest rate adjustments. Comply
with §4287.112 of this chapter, except
that under §4287.112(a)(3) of this chap-
ter the interest rates, after adjust-
ments, must comply with the require-
ments for interest rates on new loans
as established by §4280.124.

(c) Release of collateral. (1) Collateral
may only be released in accordance
with §4287.113(a) and (b) of this chapter
and paragraph (c¢)(2) of this section.

(2) Within the parameters of para-
graph (c)(1) of this section, lenders
may, over the life of the loan, release
collateral (other than personal and cor-
porate guarantees) with a cumulative
value of up to 20 percent of the original
loan amount without Agency concur-
rence, if the proceeds generated are
used to reduce the guaranteed loan or
to buy replacement collateral or real
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estate equal to or greater than the col-
lateral being replaced.

(d) Subordination of lien position. All
subordinations of the lender’s lien posi-
tion must comply with §4287.123 of this
chapter.

(e) Alterations of loan instruments. All
alterations of loan instruments must
comply with §4287.124 of this chapter.

(f) Loan transfer and assumption. All
loan transfers and assumptions must
comply with §4287.134(c), (d), (f), (g),
and (i) through (k) of this chapter in
addition to the following:

(1) Documentation of request. All
transfers and assumptions must be ap-
proved in writing by the Agency and
must be to eligible applicants in ac-
cordance with §4280.121. An individual
credit report must be provided for
transferee proprietors, partners, of-
fices, directors, and stockholders with
20 percent or more interest in the busi-
ness, along with such other documenta-
tion as the Agency may request to de-
termine eligibility.

(2) Terms. Loan terms must not be
changed unless the change is approved
in writing by the Agency with the con-
currence of any holder and the trans-
feror (including guarantors), if they
have not been or will not be released
from liability. Any new loan terms
must be within the terms authorized
by §4280.125. The lender’s request for
approval of new loan terms will be sup-
ported by an explanation of the reasons
for the proposed change in loan terms.

(3) Additional loans. Loans to provide
additional funds in connection with a
transfer and assumption must be con-
sidered as a new loan application under
§4280.128.

(4) Loss resulting from transfer. If a
loss should occur upon consummation
of a complete transfer and assumption
for less than the full amount of the
debt and the transferor (including per-
sonal guarantors) is released from li-
ability, the lender, if it holds the guar-
anteed portion, may file Form RD 449-
30, “Loan Note Guaranteed Loss of Re-
port,” to recover its pro rata share of
the actual loss. If a holder owns any of
the guaranteed portion, such portion
must be repurchased by the lender or
the Agency in accordance with
§4279.78(c) of this chapter. In com-
pleting the report of loss, the amount
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of the debt assumed will be entered as
net collateral (recovery). Approved
protective advances and accrued inter-
est thereon made during the arrange-
ment of a transfer and assumption will
be included in the calculations.

§4280.153 Substitution of lender.

(a) All substitutions of lenders must
comply with §4287.135(a)(2) and (b) of
this chapter and paragraph (b) of this
section.

(b) The Agency may approve the sub-
stitution of a new lender if the pro-
posed substitute lender:

(1) Is an eligible lender in accordance
with §4280.130;

(2) Is able to service the loan in ac-
cordance with the original loan docu-
ments; and

3) Acquires title to the
unguaranteed portion of the loan held
by the original lender and assumes all
original loan requirements, including
liabilities and servicing responsibil-
ities.

§4280.154 Default by borrower.

If the loan goes into default, the
lender must comply with §4287.145 of
this chapter.

§4280.155 Protective advances.

All protective advances made by the
lender must comply with §4287.156 of
this chapter.

§4280.156 Liquidation.

All liquidations must comply with
§4287.157 of this chapter, except as fol-
lows:

(a) Under §4287.157(d)(13) of this chap-
ter, whenever $200,000 is used substitute
$100,000; and

(b) Under §4287.157(d)(13) of this chap-
ter, replace the sentence “The appraisal
shall consider this aspect” with “Both
the estimate and the appraisal shall
consider this aspect.”

§4280.157 Determination of loss and
payment.

Loss and payments will be deter-

mined in accordance with §4287.158 of
this chapter.

§4280.161

§4280.158 Future recovery.

Future recoveries will be conducted
in accordance with §4287.169 of this
chapter.

§4280.159 Bankruptcy.

Bankruptcies will be handled in ac-
cordance with §4287.170 of this chapter,
except that the notification required
under §4287.170(b)(4) of this chapter
shall be made in writing.

§4280.160 Termination of guarantee.

Guarantees will be terminated in ac-
cordance with §4287.180 of this chapter.

SECTION C. DIRECT LOANS

§4280.161 Direct Loan Process.

(a) The Agency will determine each
yvear whether or not direct loan funds
are available. For each year in which
direct loan funds are available, the
Agency will publish a Notice of Funds
Availability (NOFA) in the FEDERAL
REGISTER.

(b) In each direct loan NOFA, the
Agency will identify the following:

(1) The amount of funds available for
direct loans;

(2) Applicant and project eligibility
criteria;

(3) Minimum and maximum loan
amounts;

(4) Interest rates;

(5) Terms of loan;

(6) Application and documentation
requirements;

(7) Evaluation of applications;

(8) Actions required of the applicant/
borrower (e.g., appraisals, land and
property acquisition);

(9) Insurance requirements;

(10) Laws that contain other compli-
ance requirements;

(11) Comnstruction planning and per-
forming development;

(12) Requirements after project con-
struction;

(13) Letter of Conditions, loan agree-
ment, and loan closing process;

(14) Processing and servicing of direct
loans by the Agency; and

(15) Any applicable definitions.
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